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PROPOSED REORGANIZATION PLAN 
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ALLIANCE 


ALLIANCE CREDIT CORPORATION 


750, BOUL. LAURENTIEN BLVD., SAINT-LAURENT, QUE. / TELEPHONE 744-6792 


TO THE HOLDERS OF SECURED NOTES, DEBENTURES, SUBORDINATED DEBENTURES AND 
PREFERRED, CLASS "A" AND ORDINARY SHARES OF ALLIANCE CREDIT CORPORATION. 


In the letter of May 1, 1967 which accompanied the audited financial 
statements as at February 28, 1967, it was mentioned that‘the Directors 
had "come to the conclusion that the Company should be taken over by 
one of the substantial finance companies who have expressed an interest 
in) doing ‘so''. 


Negotiations were immediately opened with State Loan and Finance Corpo- 
ration of Wilmington, Delaware, U.S.A., which resulted in a review by 
their personnel of the assets and liabilities of Alliance and its 
Canadian and U.S. subsidiaries, at both head office and branch levels. 
On June 8, 1967, State Loan reported that in their opinion, an amount 
of $9,375,067 should be deducted from the shareholders' equity. This 
would have the following effect: 


Shareholders’ equity as at February 28, 1967 
according to financial statements S 1781 242 


Less adjustments reported by State Loan and 
Finance Corporation: 
Additional reserves for doubtful accounts $3,240,207 
Prepaid expenses LadigoDw 
Contingent liabilities: 
Possible losses on leases (including H.O.), 
leasehold improvements, furniture, cars, 


etc. 1,524,467 
Write-off of all deferred charges and other 
intangible assets 4,452,036 9,375,067 


Net worth based on State Loan and Finance 
Corporation valuation me 2 400,179 


While these deductions may be justified from the point of view of a 
prospective buyer who wishes to protect himself against all eventualities, 
we consider that if the Company is to continue as a going concern the 
deductions should be limited to deferred charges and intangible assets, 
On the other hand, if the assets of the Company were to be liquidated for 
the benefit of the Secured Notes, losses could very well be considerably 
greater. 


Whereas we expected a take-over offer, we received from State Loan and 
Finance Corporation an offer which is equivalent to a plan for the gradual 
liquidation of the Company. On the advice of Counsel, the Directors of 
Alliance have come to the conclusion that such an offer cannot be consid- 
ered by them, 


In the short time available since State Loan's report reached us, we have 
communicated with other large U.S. finance companies who had expressed an 
interest in an acquisition of Alliance. One of them has replied negatively 
because of imminent important transactions and others are considering the 
matter. 


Whatever the outcome of these negotiations and of others which may develop, 
Alliance has prepared a plan which has the following objectives: 


(a) Cure the existing breach of covenant under the Trust Deeds for the 
Secured Notes and the Debentures respectively; 


(b) Protect the Noteholders against further deterioration of the assets 
available to them as security; : 


(c) Provide for an orderly retirement of Secured Notes through a retrench-= 
ment program; 


(d) Improve the management of the Company at an early date. 


Substantially, the plan may be summarized as follows: 


1, CAPITAL STOCK REORGANIZATION 
a) All the outstanding Preferred and Class "A" shares of the company 
are to be converted into 6,978,626 new Common Shares without par 
value of the company and all the outstanding 200,000 Ordinary 
Shares are to be consolidated into 20,000 new Ordinary Shares, 
all on the following basis: 


Description Present shares New shares 

First Preferred Shares 
in Canadian funds for each $10 par value 10 Common Shares 
in Uso. cunds for each $10 par value 10.8 Common Shares 


Subordinated Preferred 


Shares 
in Canadian funds for each $10 par value 4 Common Shares 
in U.S. funds for each $10 par value 4.32 Common Shares 


Junior Subordinated 
Preferred Shares for each $10 par value 2 Common Shares 


Glass “A Shares for each 10 shares 1 Common Share 


Ordinary Shares for each 10 shares 1 Ordinary Share 


-=3. 5 


In total for each class of shares this would represent: 


Description 


First Preferred Shares 
in Canadian funds 
fnaieo. funds 


Subordinated Preferred 
Shares 

in Canadian funds 

in U.S. funds 


Junior Subordinated 
Preferred Shares in 
Canadian funds 


Class “A'' Shares 


Ordinary Shares 


Present shares 


$4,000,000 par 
$ 400,000 par 


$3,249,400 par 
$1,500,000 par 


$2,400,000 par 


value 
value 


value 
value 


value 


1,188,660 shares 


200,000 shares 


New shares 


4,000,000 Common Shares 
432,000 Common Shares 


1,299,760 Common Shares 
648,000 Common Shares 


480,000 Common Shares 
118,866 Common Shares 


20,000 Ordinary Shares 


b) Almost 90% of the 20,000 new Ordinary Shares resulting from the consol- 
idation would be subject to the Voting Trust Agreement dated July 15, 
1966 and the voting rights pertaining to such shares would continue to 
be exercised by the Voting Trustees appointed under such Agreement, 
While said Agreement remains in force, the holders of the new Common 
Shares would have the right to vote only for the election of two 


directors of the Company. 


Upon termination of said Agreement on or 


before April 1, 1970, all distinction between the Common Shares and 
the Qrdinary Shares would disappear and each share would be entitled 


EOVOneH Vote. 


2. CAPITAL DEBT MODIFICATIONS 
A) Subordinated Debentures 
The holders of $3,311,500 aggregate principal amount of Subordinated 
Debentures are to be requested to authorize by Extraordinary Resolution 
the conversion of these Subordinated Debentures into $3,311,500 
ageregate par value of 6% Cumulative, Redeemable, Convertible Preferred 
Shares, each of a par value of $50 and convertible for a period of 7 
years into 50 new Common Shares of the capital stock of the Company. 


B) Debentures 


The holders of Debentures are to be asked to waive default and to 
approve the following changes in the trust deeds concerned: 


1) Cancellation of all purchase funds. 


2) Postponement in interest payments due in October and November 1967 
until June 1, 1968 when they would be paid if earned in the year 


ended February 29, 1968. 


postponed to December 1, 1968. 
in April and May 1968 would be postponed to December 1, 1968. 


If not earned, such interest would be 
Similarly, interest payments due 


Be Tes 


Interest would then be paid if earned, beginning with 1967 
interest if it was postponed. Interest due in October and 
November 1968 would be postponed to June 1, 1969 and become 
due and payable at that date along with any prior unpaid 
interest. (Please refer to full text of this clause which 
will be in the notice of meeting). 


3) Creation of a protective committee with such powers as may be 
determined according to the provisions of the trust deeds. 


C) Secured Notes 
The holders of Secured Notes are to be asked to waive default 
and to approve the following changes in the trust deeds concerned: 


1) To authorize the company to retire Secured Notes at the principal 
amount thereof at any time during a period of two years. 


2) To create a protective committee with such powers as may be 
determined according to the provisions of the trust deeds. 


3) To modify the covenant requiring that the company shall not 
acquire or become responsible for any Indebtedness of a Subsidiary 
in excess of 8 times the subsidiary's capital and surplus so that 
such covenant will not apply to a Restricted Subsidiary. 


EFFECIS OF PLAN 


The attached pro forma balance sheet as at February 28, 1967 gives effect 
to the reorganization plan described above (including estimated expenses) 
and to the elimination of intangible assets and deficits in Alliance 
Credit Corporation and its Canadian and U.S. subsidiaries at February 28, 
1967. 


The plan would also have the following effects: 


1) The conversion of the Subordinated Debentures into preferred stock would 
cure the existing breach of covenant affecting the Secured Notes and the 
Debentures. It would also reduce interest charges by over $200,000 per 
year. 


2) The postponement of the payment of interest on Debentures exceeding 
$500,000 per year would conserve cash and protect the security of the 
Noteholders. 


3) Since the scaling-down of the equity would eliminate all intangible 
assets, it would no longer be necessary to amortize them at the rate of 
approximately $500,000 per year. 


On the basis of current income and expenditures, the Company would then 
operate at a profit, before interest on Debentures. 


The Company would be placed in a position where it could secure the desired 
senior management. It may be necessary to give financial guarantees for 
this purpose. A plan of reduction of expenses by consolidating operations 
has been ready for some time and would be imp lemented immediately. 


rane 


As to the retirement of Secured Notes, the funds for this purpose would 
be available from three sources: 


(a) the present excess of cash over operating requirements, totalling 
$4,000,000 now invested in Certificates of Deposit; 


(b) the sale of New Hampshire Finance Corporation as soon as possible; 
(c) a substantial reduction in industrial and commercial loans. 


We feel that the execution of this program would enable the Company to 
reach the four objectives set forth on page 2 of- this letter. The Note- 
holders would see their loans reduced and their security protected. The 
Debentureholders would be protecting their capital, with the possibility 
of obtaining interest when earned. The shareholders would eventually 
benefit from long term improvements in the Company's financial situation. 


The Company intends to implement the program with all possible dispatch 
by calling meetings of holders of Secured Notes, Debentures, Subordinated 
Debentures and shares to deal with their respective aspects of the plan. 


In the meantime, the Company will consider any other proposal which may 
be submitted by other finance companies and may modify the above plan, 
should it be deemed advisable to do so. 


Finally, it should be said that if the lenders and shareholders do not 
accept either this plan or an offer from a finance company if Alliance 
succeeds in obtaining one, there seems to be no alternative but a liq- 
uidation because Montreal Trust Company, as trustee for the Secured 
Notes, has already served notice upon the Company to the effect that 
the breach of covenant must be corrected by August 18, 1967. 


Yours truly, 


ALLIANCE CREDIT CORPORATION 


( Gérard Gin 
vues. 5. L967 President 
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ALLIANCE CREDIT CORPORATION 
AND ITS CANADIAN SUBSIDIARIES 


Consolidated Balance Sheet and Pro forma Balance Sheet 


February 28, 1967 


The Pro forma Balance Sheet gives effect to the proposed 


reorganization of the company, particulars of which are attached 


Assets 


Current assets: 

Cash and short-term denosits 

Notes and accounts receivable: 
Retail sales financing 
Wholesale sales financing 
Other loans 
Personal instalment loans - interest bearing 

- discount basis 

Property, vehicles and equipment held for resale 
Accounts receivable 


Less: 
Allowance for doubtful accounts 
Deferred income - unearned service charges 


Recoverable federal and vrovincial income taxes 
Prepaid expenses 


Investment in shares of New Hampshire Finance Corporation 
Fixed assets, at cost, less accumulated depreciation 
Deferred charges; 


Development expenses of new loan offices 
Unamortized debt and financing exnvenses 


Excess of cost over book value at date of 
acquisition of net assets of subsidiaries 


4,341, 569 


52,655,118 
5, 653, 312 
10, 907, 675 
Bao1oeea tL 
3, 692, 987 

878,118 

581,599 


82,581, 620 


2,538, 252 
5, 360, 964 


7,899,216 
74, 682, 404 


236,834 


140,425 


79,401, 232 
4,314, 228 
11, 687 


649, 538 
1,709,746 


2,359, 284 


1,485, 558 


87,571, 989 


Pro forma 


4,341, 569° 


52,655,118 
5, 653,312 
10,907, 675 
8,212,811 
3, 692, 987 
878,118 
581,599 


82,581, 620 


25,959,252 
5, 360, 964 


7,899, 216 
74, 682, 404 


236,834 


140,425 


79,401, 232 
3, 622,822 


11, 687 


83,035, 741 
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ALLIANCE CRED EL CORPORATION 
AND ITS CANADIAN SUBSIDIARIES 


Consolidated Balance Sheet and Pro forma Balance Sheet 
PeDritarye2.onme Lo OV 


The Pro forma Balance Sheet gives effect to the proposed 
reorganization of the company, particulars of which are attached 


Liabilities and Shareholders' Equity 


Gusrenteltabt la ties: 


Secured notes - short-term 3N6 77009 

Accounts payable and accrued expenses 487,675 

Accrued interest SO FO. 

Dealers' reserves and holdbacks 10045191 

36,688, 5/76 

Secured notes - long-term 2, 225, 000 
Subordinated debt - long-term: 

Debentures 6.92885; 000 

Subordinated debentures Sh yi lbar ay O10) 
Reserve for foreign exchange ALI E-a Oe 
Shareholders! equity: 

Cap tails 


Preferred shares 
Class "A" shares 
Ordinary shares 


66,230 6% Cumulative Redeemable Convertible Preferred 
shares of a par value of $50 each 
6,978,626 Common shares, no par value 
20,000 Ordinary shares, no par value 


Contributed surplus 


Detre Lt 


11, 549, 400 
5. 52d e722 
DIZ 5019 


17, 343, 141 


2,656,907 


(8,218, 806) 


Li dae ky wo 


Siigo7 1989 


Pro forma 


34, 677, 009 
737, 675 
519,701 

1, 004198 


36, 938, 576 


205.2252000 


8, 288, 000 


1,132,765 


BFS 11500) 
7, 24¢9).500 
20, 400 


10,451, 400 


83, 035, 741 
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ALLIANCE CREDIT CORPORATION 
AND ITS CANADIAN SUBSIDIARIES 


Proposed Reorganization 


(1) The Subordinated Debentures aggregating $3,311,500 be converted into 
66,230 6% Cumulative Redeemable Convertible Preferred shares of a par 
value ofsS50 *eache- 53.300) 008 


(2) All Preferred and Class "A" shares of the company be converted into 
6,978,626 Common shares of no par value at an aggregate stated value of 
$7,119,500 and all the outstanding 200,000 Ordinary shares be consolidated 
into 20,000 Ordinary shares of no par value at an aggregate stated 
value of $20,400, all to be effected on the following basis: 


First Preferred shares: 
Canadian issues for each $10 of par value 10 Common shares 
US. ussues for each $10 of par value 10.8 Common shares 


Subordinated Preferred shares: 
Canadian issues for each $10 of par value 4 Common shares 


UJS.) wsisuels for eache S10 otepar value 4.32 Common shares 


Jun lon Subondina ted 


Preferred shares ftorseach SlOLo£ par value 2 Common sha res 

Class "A" shares for each 10 shares 1 Common share 

Ordinary shares ror each 10 "shares l Ordinary ‘share 
(3)) Thesadd i tron tosconerubutedmesureius got Sa23656- 907 


(a) surplus arising from said conversion or 

consolidation of all outstanding Preferred, 

Class "A" and Ordinary shares 105, 203.241 
(b) adjustment in reserve for foreign exchange 144.906 


$13,005,054 


The deduction from contributed surplus: 


(a) accumulated deficit SPO 2S. O06 
(b) development expenses of new loan 

offices 649.538 
(c) unamortized debt and financing 

expenses 1, 1097746 


(d) excess of cost fover book value at 
date of acquisition of net assets 
of subsidiaries yO iss a 
(e) amount applicable to the investment 
in New Hampshire Finance Corporation 
to eliminate intangible assets and 
deficit in said company 691,406 
(£) estimated cost of reorganization 250,000 S13,0055054 
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